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Vision 


L 


BY 2025, THROUGH PUBLIC PARTICIPATION IMBABAZANE SHALL BE A DEMOCRATIC, 
SUSTAINABLE, COMPETITIVE INSTITUTION WHICH PROVIDES OPPORTUNITIES TO ITS ENTIRE 
RESIDENT TO GROW AND PROSPER ECONOMICALLY AND SOCIALLY WITHIN A 
FRAMEWORK OF GOOD GOVERNANCE. 



Mission 


To provide services to the residents of Imbabazane Local Municipality in line with Batho 
Pele principles thus developing a sense of ownership to the local community 


J 
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Chapter 1 

1.1. Mayor’s Foreword 


The financial year (2012/ 2013) has been the most challenging 
one in our Municipality. As we all know that our Municipality is 
mainly rural with no town or factories, we have had challenges 
of improving the lives of our people through service delivery. 

In addition to these challenges, the Municipality was placed 
under Administration in terms of Section 139 ( 1 ) (b) of the 
Constitution and Section 137 of the Municipal Finance 
Management Act (MFMA). 

The municipality can look back at its achievements even 
through these volatile times, that we have maintained an 
unqualified audit opinion for the financial years 2009/10, 
2010/11 and 2011/2012 since the implementation of Generally Recognised Accounting 
Practice (GRAP). We anticipate a similar outcome, having worked extremely hard to ensure 
that we have improved on compliance with legislation. We have made it a point that the 
Municipality is not engaged in forbidden activities as specified in section 164 of MFMA. We 
have made it our duty that deadlines are met and reports are submitted and adopted 
timeously. 

In terms of understanding the needs of our communities, we have used effective 
communication channels through public participation, and developed an IDP that reflects 
the needs and priorities of our communities. To ensure good governance, and adequate 
oversight is exercised, we have appointed a Municipal Public Accounts Committee (MPAC), 
which also serves as the Municipal Oversight Committee, consisting of non Executive 
Councillors. 

Like with most rural located municipalities challenges will also be existent, however improving 
the lives of our people remains our priority and we will endeavour to ensure that our IDP’s 
and Budgets that are adopted take cognizance of the needs of our communities. Improving 
our community participation forums and Ward Committees will be a priority in the new 
financial year. 

In conclusion, I would like to thank all Councillors, Municipal officials, Amakhosi, NGO’s, Ward 
Committee Members, Contractors and other government departments who have 
contributed to our achievements and guided the municipality through its challenges in 
2012 / 2013 financial year. 



Her Worship the Mayor 
Cllr. PG Strydom 


Annual Report 2012/2013 Imbabazane Local Municipality Page 4 of 72 


1.2. Municipal Manager’s Overview 


Imbabazane Municipality is a Category B (local) Municipality and its powers and functions 
are assigned to it in terms of Sections 155 and 156 read together with Parts B of Schedules 4 
and 5 of the Constitution of the Republic of South Africa, 1996. 

Chapter 3 of the Local Government: Municipal Systems Act, 2000 also describes the powers 
and functions of municipalities and states that the executive and legislative authority of a 
municipality is vested in their municipal council who has the right to exercise this authority 
within an area of jurisdiction as determined by the Municipal Demarcation Board. Municipal 
councils have the right to develop and implement by-laws to give effect to their policies and 
support their strategies. 

The financial year 2012/2013 was a very difficult year in terms of challenges and changes 
within the Top tier of the Administration, whilst political oversight by councillors was 
challenged by party disagreements. This lead to the Municipality being placed under 
Administration in terms Section 139 (1 )(b) of the Constitution and Section 137 of the Municipal 
Finance Management Act (MFMA) with effect from 1 st February 2013. The termination of the 
contracts of the Municipal Manager, Chief Financial Officer, Corporate Services Manager, 
together with the resignation of Technical Services Manager imposed huge challenges in 
achieving the desired service delivery outputs. The secondments of COGTA appointed 
officials in the posts of Municipal Manager, Corporate Services Manager and Chief Financial 
Officer in March 2013, created some stability within the Administration. Flowever, such 
interventions will yield positive achievements in the new financial year. Furthermore, the 
continued support and effort by the Municipal Finance Improvement Programme (MFIP) 
initiated by the National Treasury, helped ensure that the municipality remained within the 
compliance ambits of the MFMA. 

The continuous effort to maintain an unqualified audit in the 2012/2013 financial year, saw 
municipal officials, the MFIP Advisor, Acting COGTA Appointees, and the Administrator work 
tirelessly, to ensure that compliance with GRAP Standards are maintained, and that we 
improve on the Audit Outcome of unqualified with other matter for 201 1/12. We anticipate 
receiving an unqualified Audit Outcome for 201 2/201 3 financial year. 

I have detailed below an overview of the financial and service delivery performance during 
the year. 
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Financial Performance 


The Medium Term Revenue and Expenditure Framework (MTREF) for period 2012/2013 was 
compiled and managed in accordance with budget regulations as prescribed by the 
National Treasury. The municipality has achieved financial sustainability, which is indicative in 
the financial ratio detailed in the graph below. The healthy liquidity ratios indicate that the 
Municipality is achieving sustainability above the generally accepted norm of 1 . 



Service Delivery Performance 

Service Delivery within the municipality was challenging as the municipality was placed 
under administration. This was exacerbated by the vacant Technical Service Manager 
position to provide strategic guidance. 

The municipality completed the following projects funded from the Municipal Infrastructure 
Grant (MIG): 

Roads 


Project Title 

Units Completed 
(kms) 

Actual Cost to date 

Ward 

Sthembe Store Gravel Access Road Rehabilitation 

6 

R 5,012,683 

3 

Mbhaza Gravel Road Rehabilitation 

3 

R 2,362,500 

11 


Low Water Bridge 


Project Title 

Units Completed 

Actual Cost to date 

Ward 

Dutch/Bhekabezayo pedestrian bridge 

1 

Rl, 679,276. 69 

4 
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Further infrastructure projects relating to community halls were implemented during year, 
which the municipality anticipates to complete within the 201 3/201 4 financial year. 

The implementation of a traffic unit during the year may not have yielded the desire output 
in terms income generated from traffic fines. However the municipality will be re-aligning this 
unit in the 2013/2014 financial year. 

In conclusion, the municipality, although faced with certain administrative and political 
challenges, managed to implement projects identified in the IDP. I would like to thank all 
Municipal officials, the COGTA Administrator, and MFIP Advisor, who have contributed to our 
achievements and guided the municipality through its challenges in 2012 / 2013 financial 
year. 


Mr. M. Mkhatshwa 
Acting Municipal Manager 
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1.3. 


Municipal Overview And Executive Summary 


1.3.1. Overview of the Municipality 

Imbabazane Local Municipality is one of the five Local municipalities within uThukela District 
Municipality. It is located at the foothills of the central uKhahlamba Drakensberg Park (World 
Heritage Site), and is situated between uKhahlamba, Umtshezi and Mooi Mpofana 
Municipality. Imbabazane Local Municipality was established in the year 2000 and is divided 
into two areas namely Ntabamhlophe and Loskop Area. There are six Traditional Authorities 
within the jurisdiction of Imbabazane. The municipality has no established town and it covers 
majority rural areas. 

The total population of Imbabazane Municipality could be estimated to 113 073 people 
according to the Statistics SA, 2011 community survey marking a decrease of about 27 672 
people from the 2007 statistics. Imbabazane has the third largest population within the district 
with Emnambithi Municipality being the most populated. 

District Population Statistics: Figure 1 


Municipality 

2001 

2007 

2011 

Emnambithi 

225 459 

236 748 

237 437 

Okhahlamba 

137 525 

151 441 

132 068 

Imbabazane 

119 925 

140 745 

113 073 

Indaka 

113 6494 

101 557 

1 03 1 1 6 

Umtshezi 

59 921 

83 906 

83 153 


The majority of Imbabazane Municipality's population resides in rural villages scattered 
throughout the municipal area, particularly traditional authority areas. The population within 
Imbabazane Local Municipality is distributed unevenly among the twelve municipal wards 
with ward 10 being the most populated. 
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Population Distribution per ward: Figure 2 



As indicated on Figure 2 above, population is spread unevenly among the 13 municipal 
wards, with the majority of wards showing net population decline between 2001 and 201 1. 
Wards 4 and 7 are the only municipal wards that experienced net population increase 
during this period. Ward 1 3 was only introduced after the 201 1 local government elections. 

Population Groups 

The majority of the population is composed of Black Africans. They form 99, 5% of the 
population while the rest of the population groups form the minority- approximately 0, 2 % 
each. According to Statistics SA, Black Africans and Whites in Imbabazane have been 
identified as the two declining population groups between 2001 and 2011. Indians and 
Coloureds have increased. This decrease and increase in particular population groups can 
be attributed to various factors of which include migration out of the municipality in search 
of a better quality of life and could be attributed to the effects of the HIV/AIDS pandemic. 
The re-structuring of population groups does not only have political ramifications but also has 
implications for development and planning related issues. 

Gender Profile 

53.3% of the population of Imbabazane are females while males account for the remaining 
46.7%. The analysis of gender distribution within the municipality is vital and this is because the 
statistics portray the status of women compared to men and therefore serves as a 
mechanism to measuring progress towards gender equality and women empowerment. The 
need for gender equality and women empowerment programmes is critical within the 
municipality so gender issues can be addressed. These programmes should be formulated 
and aligned with the National Programs directed at gender equality. 
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Age Distribution 


The population of Imbabazane Local Municipality is generally youthful with the majority 
being below 35 years of age. Representation of age groups decreases gradually from 
age 20 upwards. The aged is among the smallest age groups in the ILM. Relatively high 
representation of the youth has serious implications for development planning including 
need for employment opportunities, public facilities and various community development 
programmes designed to build the capacity of the youth and empower them to make a 
meaningful contribution to the development of the area. This is represented by Figure 3. 

Figure 3 - Age structure 


Age Structure 



■ 2001 ■ 2011 


Employment Profile 
Employment Status 


In Imbabazane Local Municipality, employment opportunities are scarce. This has escalated 
the unemployment levels both for skilled and unskilled labour. The Municipality is embarking 
on poverty alleviation programmes as well as the local economic development programme 
to address the principles of the Accelerated Growth and Development Initiative for South 
Africa (ASGI-SA) which focuses on bridging the gap that exist between the first and the 
second economies of this country. The Municipality acknowledges that it will take long to 
achieve this goal, yet efforts should be made at to kick-start the process. 


Figure 4 - Employment Status 
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Employment Status 
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Source: statistics SA 2001 and 201 1 

■ 2001 ■ 2011 


The graph above indicates that Imbabazane Local Municipality has a very high 
unemployment rate. The majority of the population is not economically actively and have 
not been since 2001 . In fact, there has been an increase in the number of people who are 
not economically active. According to the LED Strategy (2013), the unemployment rate in 
the municipality decreased from 48% in 2001 to 36% in 2011 and level of unemployment in 
the municipality is well above the average of the district, which was 32% in 2001 and 22% in 
2011 . 


Figure 5 - Income profile 
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Employment by Occupation and Sector 


One third of the population is employed in elementary occupations within Imbabazane, 
followed by craft and related trades workers at 15%. Technicians, professionals, legislators, 
senior officials and managers combined account for 19% of employment in the municipality. 
This is well below the district average of 27% for these occupations and is attributed to the 
rural nature of the municipality. 

The main source of employment within the municipality in 201 1 was wholesale and retail 
trade, catering and accommodation at 30%. This was followed by manufacturing at 15%; 
then community, social and personal services at 14%; and then general government at 12%). 
The strong tourism asset base of the municipality explains the biasness towards wholesale 
and retail trade, catering and accommodation employment levels. 

Income Profile Household Income 

The above graph illustrates individual monthly income in Imbabazane Local Municipality. 
From the above graph, it is evident that the majority of the population in Imbabazane does 
not earn an income. Between 2001 and 201 1 there has been a slight decrease in the number 
of people not earning an income and a significant increase in those earning between Rl- 
R400 and between R801 and R1600. This is an indication of improved income conditions, 
however the overall income status of municipality is low and illustrates that the majority of the 
population is indigent and poverty is prevalent. 

Dependence on Social Grants 

It will be noted from the table that pensions and welfare grants are making a significant 
contribution to the local economy of Imbabazane. Grant funding contributes about 
R38,857,800 to the local annual per capita income. While this is appreciated, it creates 
dependency and does not provide opportunities for advancement. 

Figure 6 - Social grants 


Type of Pension 

Amount per 
Month 

Beneficiaries 

Total per 
Month 

Total per Annum 

Old Age Grant 

R570 

4438 

R 2 529 660 

R 30 355 920 

Disability Grant 

R 570 

1 146 

R 653 220 

R 7 838 640 

Foster Care Grant 

R410 

28 

R 11 480 

R 137 760 

Grant in Aid Grant 

R 90 

2 

R 180 

R2 160 

Care dependency 

R 570 

30 

R 17 100 

R 205 200 

Child Support Grant 

R 1 10 

241 

R 26 510 

R318 120 

Total 


5885 

R3 238 150 

R 38 857 800 
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Education Profile 


Education plays a pivotal role on community development. It provides a set of basic skills for 
development, creativity and innovative abilities of individuals within the communities. The IDP 
states that access to education facilities within Imbabazane are very poor reflecting the lack 
of development in the area. The impact of this phenomenon is indicated in the literacy levels 
among the potential labour force and number of school going population that is actually 
attending school. As indicated on the table below, in 2001 32.3% of the adult population was 
considered completely illiterate as they had not received any formal education. 

In 201 1 , this figure has come down substantially as only 1 5.4% of the population falls within this 
category. The representation of people with metric has also increased. It is however, 
disturbing to note that the number of people with tertiary education is not just very low, but 
even decreasing as well. 
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1 . 3 . 2 . 


Service Delivery Overview 


The functions of the Municipality are set out in Section 156, read together with Schedules 4B 
and 5B of the Republic of South Africa Constitution, Act 1 08 of 1 996. 

Basic Service delivery focuses primarily on the provision of electricity, water, sanitation and 
waste collection. These services underlie the delivery of housing which is a concurrent 
Provincial and National Government competency. Access to basic services for water and 
sanitation is the function of the Uthukela District Municipality, whislt access to Electricity is 
provided by Eskom and paid for by the municipality. 

Access to Basic Services 

Access to Water 

The figure below suggests that equitable and sustainable access to water is one of the major 
challenges facing Imbabazane Municipality. In fact, Imbabazane has one of the highest 
backlogs in the district as the number of people connected to a local water scheme has 
decreased from 13 026 in 2001 down to 5 801 in 2011. The use of boreholes has increased 
from 4078 to 7 438 people. Other major sources of water include springs, rain after tanks 
(water harvesting) and rivers or streams. Continued consumption of unpurified water exposes 
the community to water borne diseases and poses a major health risk. 

Figure 7 - Water supply 


Main Water Supply 


o 



Annual Report 2012/2013 Imbabazane Local Municipality Page 14 of 72 




Access to Sanitation 


Pit Latrines remain the most common form of sanitation in the Imbabazane Local 
Municipality. This reflects the rural character of the area and general lack of water borne 
sanitation infrastructure. An increase in the number pit latrines with ventilation between 2001 
and 201 1 suggests it is a result of the sanitation programmes implemented by UThukela 
District Municipality. 

Access to Electricity 

The entire area of Imbabazane is serviced directly by Eskom. An electrification plan has been 
developed and forwarded to Eskom for planning and implementation. We will continue to 
engage Eskom on the planning and implementation programmes aimed at providing 
electricity to all households. As a measure of output, we have detailed our targets for the 
short and long term in our organisational scorecard. 

The graph below depicts energy sources used for lighting. From this graph, it can be seen 
that the majority of the population of Imbabazane makes use of mostly electricity and 
candles for lighting. It is further seen that there has been an increase in the number of people 
using electricity for lighting; this suggests that there has been an increase in the number of 
people with access to electricity for lighting. 


Figure 8 - Energy Source for Lighting 


Energy Source For Lighting 



Electricity Gas Paraffin Candles Solar None Other 


■ 2001 ■ 2011 
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1 . 3 . 3 . 


Financial Overview 


Financial Overview: Year 2012/2013 

Details 

Original budget 

Adjustment Budget 

Actual 

Income: 




Grants 

90,164,000 

88,728,000 

89,614,61 1 

Taxes, Levies and 

tariffs 

6,645,000 

6,595,725 

6,316,330 

Other 

1, 11 0,300 

1 ,500,300 

2,710,803 

Sub Total 

97,919,300 

96,824,025 

98,641,744 

Less: Expenditure 

65,205,894 

71,488,140 

64,381,583 

Net Total* 

32,713,406 

25,335,885 

34,260,161 


Operating Ratios 

Detail 

% 

Employee Cost 

29% 

Repairs & Maintenance 

6% 

Finance Charges & Impairment 

1% 


The municipality is very grant dependant. Grants make up a total of 90% (92%: 2012) of total 
revenue received. The decrease in overall grant income of total income percentage is as a 
result of the Municipality generating additional revenue under Other Income, Interest 
Received and Rental of Facilities. The Municipality Bills for rates which constitutes mainly 
agricultural and government properties which makes up the majority of rateable land. 

Rates income increase by 31% from 2012 to 2013 and this increase is attributed to the 100% 
implementation of the Municipal Property Rating Policy. 
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Capital Expenditure 

Total MIG Capital Expenditure 

25000000 

20000000 ■ 

15000000 

10000000 

5000000 

0 

2012 2013 

ei Capital Grants Received - MIG ■ Capital Expenditure MIG 

The Municipality has in both years spent the entire planned MIG allocation. 
In the 2012/2013 financial year the following projects were implemented; 

1. Nsonge Community Hall/Creche Ward 1 

2. Sthebe Store Gravel Access Road Rehabilitation Ward 3 

3. Ngcobe Gravel Road Rehabilitation Ward 4 

4. Dutch/Bekhabezayo Pedestrian Bridge Ward 5 

5. KwaMshini Community Hall/Creche Ward 5 

6. Mdwebu Community Hall/Creche Ward 6 

7. Bosch-Shayamoya Community Hall/Creche Ward 7 

8. Mahlabuthini Gravel Road Rehabilitation Ward 8 

9. Moyeni Community Hall/Creche Ward 9 

10. Cwiwi Gravel Road Rehabilitation Ward 12 

1 1 . Mbhaza Gravel Road Rehabilitation Ward 1 1 
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1 . 3 . 4 . 


Organizational Development Overview 


During the year the Municipality was placed under Administration in terms of SI 39 (l)(b) of 
the Constitution and SI 37 of the MFMA. 

The Administration was due to the Municipal Manager being relieved of his duties as the 
court judgment ruled against his continued appointment after 17 May 2012 therefore the 
Municipal Manager’s post remains vacant as at 30 June 2013. 

The decisions taken by the Municipal Manager during the period 18 May 2012 to 31 January 
2013 was considered irregular; therefore the appointment of the CFO and Corporate 
Services Manager during this period was rescinded. The positions of CFO, Corporate Services 
and Technical Managers remain vacant as at 30 June 2013. There were also 25 junior 
positions that were terminated as they were appointed under the period that the Municipal 
Manager was serving illegally. These positions related to Community Services, Technical 
Services, Financial Services and Fluman Resources Departments. 

The Department of Co-operative Governance and Traditional Affairs (COGTA) seconded an 
Acting CFO and Acting Municipal Manager and Corporate Services Manager with effect 
April 2013. 
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1 . 3 . 5 . 


Auditor General Report Overview 


Municipal financial statements must be submitted to the Auditor General for auditing in term 
of Section 126 of the Municipal Finance Management Act, Act 56 of 2003. The Auditor 
General is required to submit an Audit Report to the Municipal Manager which contains one 
of the following opinions: 

unqualified opinion (Clean audit) 

An unqualified opinion with other matters. (These matters do not affect the auditor’s 
opinion on whether the financial statements are fairly presented). 

Modified opinions of which there are three types namely 

A qualified opinion which is expressed when the auditor concludes that an 
unqualified opinion cannot be expressed but that the effect of any disagreement 
with management regarding departures from the financial reporting framework, or a 
limitation of scope, is not so material and pervasive as to require an adverse opinion 
or a disclaimer of opinion. 

An adverse opinion is expressed when the effect of a disagreement with 
management regarding departures from the financial reporting framework is so 
material and pervasive to the financial statements that the auditor concludes that a 
qualification of the report is not adequate to disclose the misleading or incomplete 
nature of the financial statements. 

A Disclaimer of opinion which is expressed when the possible effect of a limitation 
of scope is so material and pervasive that the auditor has not been able to obtain 
sufficient appropriate audit evidence to form an opinion and accordingly is unable 
to express an opinion on the financial statements. 

201 0/11 - 2011/2012 

The 2010/11 audit outcome was unqualified with other matters and reads as 
follows: 







“In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Imbabazane Municipality as at 30 June 20 J 1, and its 
financial performance and cash flows for the year then ended in accordance 
with SA Standards of GRAP and the requirements of the MFMA and DoRA”. 


The 2011/12 audit outcome was unqualified with other matters and reads as 
follows: 


*=a "In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Imbabazane Municipality as at 30 June 2012, and its 
financial performance and cash flows for the year then ended in accordance 
with SA Standards of GRAP and the requirements of the MFMA and DoRA”. 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND COUNCIL ON IMBABAZANE MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the financial statements of the Imbabazane Municipality set out on pages 
... to .... which comprise, the statement of financial position as at 30 June 2013, the 
statement of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory information. 


Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa, 2012 (Act No. 5 of 2012)(DoRA), and for 
such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from materia! misstatement, whether due 
to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the municipality’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the municipality's internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 
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Opinion 


6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Imbabazane Municipality as at 30 June 2013, and its financial 
performance and cash flows for the year then ended in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matter 

7. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Material underspending of the budget 

8. As disclosed in the statement of comparison on budget and actual amounts, the 
municipality has materially underspent its budget on expenditure to the amount of R7,1 1 
million. As a consequence, the municipality has not achieved 29% of its predetermined 
objectives targets. 


Additional matter 

9. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

10. The supplementary information set out on pages ... to ... do not form part of the financial 
statements and is presented as additional information. I have not audited these 
schedules, and accordingly, I do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

11. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

12. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages ... to ... of the annual 
report. 

13. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance with the National 
Treasury’s annual reporting principles and whether the reported performance is 
consistent with the planned development objectives. The usefulness of information 
further relates to whether indicators and targets are measurable (i.e. well defined, 
verifiable, specific, measurable and time bound) and relevant as required by the National 
Treasury's Framework for managing programme performance information (FMPPI). 

2 
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14. The reliability of the information in respect of the selected programmes is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and 
complete). 

15. The material finding is as follows: 

Usefulness of information 

Consistency 

Reported objectives, indicators and targets are not consistent with those in the IDP 

16. A total of 61% of the reported indicators were not consistent with the indicators as per the 
approved integrated development plan and a total of 91% of the reported targets were 
not consistent with the targets as per the approved integrated development plan as 
required by section 41(1)(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) 
(MSA). This is due to vacancies in key positions in the performance management 
division. 


Additional matters 

17. I draw attention to the following matters below. These matters do not have an impact on 
the predetermined objectives audit findings reported above. 

Achievement of planned targets 

1 8. Of the total number of 69 targets planned for the year under review 20 of targets, were 
not achieved. This represents 29% of total planned targets that were not achieved for the 
year. This was mainly due to the fact that indicators and targets were not suitably 
developed during the strategic planning process and vacancies in key positions. 

Material adjustments to the annual performance report 

19. Material audit adjustments in the annual performance report were identified during the 
audit, of which were corrected by management and those that were not corrected have 
been reported upon accordingly. 


Compliance with laws and regulations 

20. I performed procedures to obtain evidence that the entity has complied with applicable 
laws and regulations regarding financial matters, financial management and other related 
matters. My findings on material non-compliance with specific matters in key applicable 
laws and regulations as set out in the general notice issued in terms of the PAA are as 
follows: 

Budgets 

21. Quarterly reports were not submitted to the council on the implementation of the budget 
and/or financial state of affairs of the municipality within 30 days after the end of each 
quarter, as required by section 52(d) of the MFMA. 

3 
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Revenue management 

22. A credit control and debt collection policy was not implemented, as required by section 
96(b) of the MSA and section 62(1 )(f)(iii) of MFMA. 

Internal control 

23. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant deficiencies 
that resulted in the findings on the annual of performance report and the findings on 
compliance with laws and regulations included in this report. 

Leadership 

24. Leadership did not exercise effective oversight responsibility regarding financial and 
performance reporting, compliance and related internal controls. 


Financial and performance management 

25. An system for financial and performance reporting and the monitoring of compliance with 
applicable laws and regulations and related internal controls has not been effectively 
implemented. 



Pietermaritzburg 


29 November 2D1 3 



AUDITOR-GEINIERAL 


SOUTH AFRICA 


Auditing to build public confidence 


4 
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1.3.6 


Statutory Annual Report Process 


The 2012/13 Annual Report reflects on the performance of the Imbabazane Municipality for 
the period 1 July 2012 to 30 June 2013. This Annual Report is compiled in terms of Section 46 
of the Municipal Systems Act No. 32 of 2000 read together with Section 121 of the Municipal 
Finance Management Act No. 56 of 2003. 


No. 

Activity 

Timeframe 

1 

Consideration of next financial year's Budget and IDP process plan. Except for the legislative 
content, the process plan should confirm in-year reporting formats to ensure that reporting 
and monitoring feeds seamlessly into the Annual Report process at the end of the Budget/IDP 
implementation period. 

July 

2 

Implementation and monitoring of approved Budget and IDP commences (In-year financial 
reporting). 

3 

Finalise 4 th quarter Report for previous financial year 


4 

Submit draft Annual Report to Internal Audit and Auditor-General 


5 

Municipal entities submit draft annual reports to MM 


6 

Audit/Performance committee considers draft Annual Report of municipality and entities 
(where relevant) 


8 

Mayor tables the unaudited Annual Report 


9 

Municipality submits draft Annual Report including consolidated annual financial statements 
and performance report to Auditor General. 

August 

10 

Annual Performance Report as submitted to Auditor General to be provided as input to the 

IDP Analysis Phase 


11 

Auditor General assesses draft Annual Report including consolidated Annual Financial 
Statements and Performance data 

September - 
October 

12 

Municipalities receive and start to address the Auditor General's comments 


13 

Mayor tables Annual Report and audited Financial Statements to Council complete with the 
Auditor- General's Report 


14 

Audited Annual Report is made public and representation is invited 

November 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 


17 

Oversight report is made public 

December 

18 

Oversight report is submitted to relevant provincial councils 


19 

Commencement of draft Budget/ IDP finalisation for next financial year. Annual Report and 
Oversight Reports to be used as input. 

January 
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Legislative Framework Annual Report Process 



Municipal 
Systems Act 
No. 32 of 
2000 


Section 

46:Annual 

performance 

reports 


1 ) A municipality must prepare for 
each financial year a performance 
report 
reflecting - 


(a) the performance of the 
municipality and of each external 
service 

provider during that financial year; 

(b) a comparison of the 
performances referred to in 
paragraph (a) 

with targets set for and 
performances in the previous 
financial 
year; and 

(c) measures taken to improve 
performance. 

1 ) An annual performance report 
must form part of the municipality's 
annual report in terms of Chapter 12 
of the Municipal Finance 
Management Act. 


Municipal 
Finance 
Management 
Act No 56 of 
2003 


Section 121 : 
Preparation 
and adoption of 
annual reports 


1 ) Every municipality and every 
municipal entity must for each 
financial year 

prepare an annual report in 
accordance with this Chapter. The 


council of 

a municipality must within nine 
months after the end of a financial 
year 

deal with the annual report of the 
municipality and of any municipal 
entity under the municipality's sole 
or shared control in accordance 
with 

section 129. 

2) The purpose of an annual report 
is- 

(a) to provide a record of the 
activities of the municipality or 
municipal entity during the financial 
year to which the report 

relates; 

(b) to provide a report on 
performance against the budget of 
the 

municipality or municipal entity for 
that financial year; and 


Legislative Framework Annual Report Process (Cont.) 
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Legislation 


Section 


Main Provisions 









Municipal 
Finance 
Management 
Act No 56 of 
2003 


Section 121 : 
Preparation 
and adoption of 
annual reports 


Section 127: 
Submission and 
tabling of 
annual reports 


(c) to promote accountability to the 
local community for the 
decisions made throughout the year 
by the municipality or 
municipal entity. 

3) The annual report of a 
municipality must include- 

(a) the annual financial statements 
of the municipality, and in 
addition, if section 122 (2) applies, 
consolidated annual financial 
statements, as submitted to the 
Auditor- General for audit in 
terms of section 126(1): 

(b) the Auditor-General's audit 
report in terms of section 126 (3) on 
those financial statements: 

(c) the annual performance report 
of the municipality prepared by 
the municipality in terms of section 
46 of the Municipal Systems 

Act: 

(d) the Auditor-General's audit 
report in terms of section 45 (b) of 
the Municipal Systems Act; 

(e) an assessment by the 
municipality's accounting officer of 
any 

arrears on municipal taxes and 
service charges; 

(f) an assessment by the 
municipality's accounting officer of 
the 

municipality's performance against 
the measurable performance 
objectives referred to in section 1 7 
(3) (b) for revenue collection 
from each revenue source and for 
each vote in the municipality's 
approved budget for the relevant 
financial year; 

2) The Mayor must within seven 
months (by end January) of the 
financial 

year, table in the municipal council 
the annual report of the 
municipality. 

3) If the mayor, for whatever reason, 
is unable to table in council the 
annual 






Legislative Framework Annual Report Process (Cont.) 
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Section 127: 
Submission and 
tabling of 
annual reports 


report of the municipality, or the 
annual report of any municipal 
entity 


under the municipality's sole or 


shared control, within seven months 
after the end of the financial year to 
which the report relates, the mayor 
must: 

a) Promptly submit to the council a 
written explanation referred to in 
section 1 33( 1 ) (a) setting out the 
reasons for the delay, together with 
any components of the annual 
report listed in section 121 (3) or (4) 
that are ready: and 

b) Submit to council the outstanding 
annual report or the 
outstanding components of the 
annual report as soon as may be 
possible. 

5) Immediately after an annual 
report is tabled in the council in 
terms of 

subsection (2), the accounting 
officer of the municipality must — 

(a) in accordance with section 21 A 
of the Municipal Systems Act — 

(i) make public the annual report: 
and 

(ii) invite the local community to 
submit representations in 
connection with the annual report: 
and 

(b) submit the annual report to the 
Auditor-General, the relevant 
provincial treasury and the 
provincial department responsible 
for 

local government in the 
Province. 


Section 129: 
Oversight 
reports on 
annual reports 


1 ) The council of a municipality must 


consider the annual report of the 
municipality and of any municipal 
entity under the municipality's sole 
or 


shared control, and by no later than 
two months from the date on which 
the annual report was tabled in the 
council in terms of section 1 27 adopt 
an oversight report.... 
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Chapter 2: Governance 


In accordance with Section 40 of the Republic of South Africa Constitution Act, Act 108 of 
1996 our government is constituted as national, provincial and local spheres of government 
which are distinctive, interdependent and interrelated. The various spheres of government 
are required to adhere to the principles of cooperative governance as set out in the 
Constitution and the Intergovernmental Relations Framework Act, 
Act 13 of 2005.lmbabazane Municipality is an organ of state within the local sphere of 
government. 

The Constitution states furthermore that the executive and legislative authority of a 
municipality is vested in its municipal council and that a municipality has the right to govern, 
on its own initiative, the local government affairs of its community, subject to national and 
provincial legislation, as provided for in the Constitution (Section 153(2&3)). 

Municipal councils may exercise their authority within an area of jurisdiction as determined 
by the Municipal Demarcation Act in terms of the Local Government: Municipal 
Demarcation Act, 1998. 
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2.1. Council Structure 


The Municipal Structures Act, Act 118 of 1998 makes provision for different types and 
categories of municipality; Imbabazane Local Municipality was established in terms of 
Section 12 of this Act as a Local Municipality with a Mayoral Executive System combined with 
a Ward Participatory system. The Municipal Systems Act, Act 32 of 2000 (Section 2) states that 
a municipality is constituted by its political structures, municipal administration and its 
community. 

Imbabazane Municipality is therefore structured as follows: 

i±i Political Governance Structures 

• Municipal Council 

• The Mayor and Executive Committee 

• Portfolio Committees 

• Other Committees established by the Council for specific purposes 
I=h The Municipal Administration 

• The Administration comprises the Office of the Municipal Manager and 4 
Directorates 


t±M Community Structures 
• Ward Committees 

The Imbabazane Council is the highest decision making body within the Municipality. It is 
made up of 25 Councillors with 13 ward councillors and 12 Party representatives. The 
Chairperson of Council is the Speaker. 


Name 

Office 

Party 

Ward 

PG Strydom 

Mayor/Executive 
Committee Member 

ANC 

PROPORTIONAL 

MC Mkhize 

Deputy Mayor/Executive 
Committee Member 

NFP 

7 

MA Mkhize 

Speaker 

ANC 

3 

VP Gumi 

Ward Councillor/Executive 

Committee Member 

ANC 

2 

TY Nqubuka 

Ward Councillor/Executive 

Committee Member 

IFP 

8 

LM Mlaba 

PR Councillor/Executive 
Committee Member 

NFP 

PROPORTIONAL 

MB Mabaso 

Ward Councillor 

ANC 

1 
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SJ Nhlabathi 

Ward Councillor 

ANC 

4 


Name 

Office 

Party 

Ward 

MR Zulu 

Ward Councillor 

ANC 

5 

WG Mlotshwa 

Ward Councillor 

ANC 

6 

VC Mlangeni 

Ward Councillor 

ANC 

9 

SJ Sithole 

Ward Councillor 

ANC 

10 

XR Sithole 

Ward Councillor 

ANC 

11 

YN Mazibuko 

Ward Councillor 

ANC 

12 

ES Ndum 

Ward Councillor 

ANC 

13 

AS Ndlovu 

PR Councillor 

DA 

PROPORTIONAL 

MD Mazibuko 

PR Councillor 

IFP 

PROPORTIONAL 

SA Jiyane 

PR Councillor 

IFP 

PROPORTIONAL 

SW Khumalo 

PR Councillor 

IFP 

PROPORTIONAL 

MN Mthembu 

PR Councillor 

IFP 

PROPORTIONAL 

TP Dubazane 

PR Councillor 

NFP 

PROPORTIONAL 

TE Mchunu 

PR Councillor 

NFP 

PROPORTIONAL 

BD Mazibuko 

PR Councillor 

NFP 

PROPORTIONAL 

MT Mvelase 

PR Councillor 

NFP 

PROPORTIONAL 

PT Shelembe 

PR Councillor 

NFP 

PROPORTIONAL 


Council and Exco Meetings 

18 Council Meetings were held during the year and 10 Executive Committee meetings were 
held. 


Council 

Executive 

17 July 2012 

6 August 2012 

20 August 2012 

13 August 2012 
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31 August 201 2 

23 August 2012 

28 September 2012 

1 1 September 201 2 

18 October 201 2 

26 October 201 2 

Council 

Executive 

15 November 2012 

5 November 201 2 

29 November 201 2 

26 March 2013 

19 December 2012 

23 May 2013 

4 February 2013 

27 May 2013 

6 February 2013 

24 June 2013 

28 February 2013 


18 March 2013 

28 March 2013 

22 April 2013 

30 May 201 3 

6 June 2013 

27 June 2013 


2 . 1 . 1 . Portfolio Committees 

Portfolio Committees are appointed in terms of section 79 of the Municipal Structures Act, 
Act 1 17 of 1998. There are four Portfolio Committees, namely and Planning, Local Economic 
Development, & Technical Committee, Community services committee; Corporate Services 
committee and Finance and Budget Committee. 


The table below gives an overview of the Portfolio Committees and their functionality. 
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2 . 1 . 2 . 


Audit Committee and Performance Audit Committee 


The Municipal Finance Management Act, Act 56 of 2003 (MFMA) requires municipalities to 
have an audit committee. Sections 166 (1) and (2) sets out the functions of an audit 
committee; 

1 ) “An audit committee is an independent advisory body which must - 

a) Advise the council, political office bearers, the accounting officer and the 
management staff of the municipality, or the board of directors, the accounting 
officer and the management staff of the municipal entity on matters relating to - 

i. Internal financial controls and internal audits 

ii. Risk management 

iii. Accounting policies 

iv. The adequacy, reliability and accuracy of financial reporting and information 

v. Performance management 

vi. Effective governance 

vii. Compliance with the Act, the annual Division of Revenue Act and any other 

applicable legislation 

viii. Performance evaluation; and 

ix. Any other issues referred to it by the municipality or municipal entity 

b) Review the annual financial statements to provide the council of the municipality 
with an authoritative and credible view of the financial position of the municipality, its 
efficiency and effectiveness and its overall level of compliance with this Act, the 
annual Division of Revenue Act and any other applicable legislation; 

c) Respond to council on any issues raised by the Auditor-General in the audit 
report; 

d) Carry out investigations into the financial affairs of the municipality as the council 
may request; 

e) Perform such other functions as may be prescribed"; 

Section 40 of the Municipal Systems Act, Act 32 of 2000 requires municipalities to establish 
mechanisms to monitor and review their performance. The Local Government Municipal 
Planning and Performance Management Regulations, 2001 (GNR 796 of 24 August 2001 ) 
requires municipalities to establish a performance audit committee for this purpose. The 
functions of the performance audit committee are as follows: 

“4(a) a performance audit committee must: 

(i) review the quarterly reports submitted to it by the internal auditors, dealing with 
quarterly reports, which the internal auditors are required to submit to the municipal 
manager and the performance audit committee; 
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(ii) review the municipality’s performance management system and make 
recommendations in this regard to the council of that municipality; and 

(iii) at least twice during a financial year submit an audit report to the municipal 
council concerned. 

(b) In reviewing the municipality’s performance management system in terms of 
(a)(ii), the performance audit committee must focus on economy, efficiency and 
effectiveness and impact in so far as the key performance indicators and 
performance targets set by the municipality are concerned. 

(c) A performance audit committee may - 

(i) communicate directly with the council, municipal manager or the internal and 
external auditors of the municipality concerned; 

(ii) Access any municipal records containing information that is needed to perform its 
duties or exercise its powers; 

(iii) request any relevant person to attend any of its meetings, and, if necessary, to 
provide information requested by the committee; and 

(iv) investigate any matter it deems necessary for the performance of its duties and 
the exercise of its powers.” 

All the members of the Audit Committee are also members of the Performance Audit 
Committee. The Audit and Performance Audit Committee meet quarterly. 

2.1.3. Audit Committee and Performance Audit Committee Composition and Activities 


Name of Member 

Capacity 

Meeting Dates 

MN Sibisi 

Chairperson 

31 August 2012 

Bl Dladla 

Member 

25 January 2013 

PP Sithole 

Member 

15 March 2013 

NS Nxumalo 

Member 

19 June 2013 


2.1.4. Oversight Committee 

Section 127 (2) of the Municipal Finance Management Act, 53 of 2003 requires the 
Mayor to table the Municipality’s Annual Report by the end of January each year. 
Section 129 of the same Act requires the Council to adopt an Oversight Report within 
two months of the Annual Report having been tabled which means that the Oversight 
Report must be tabled by 31 March of each year. 

Section 46 of the Municipal Systems Act requires the Municipality to prepare a 
Performance Report for each financial year which reflects the performance of the 
Municipality and each of its external service providers during that financial year, as 
measured against predetermined targets as well as the performance of the previous 
year. The Annual Performance Report must form part of the Municipality’s Annual Report 
in terms of Section 127 (1 ) of the Municipal Finance Management Act (MFMA). 
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MFMA Circular 32 of 2006 prescribes the oversight process and the establishment of the 
Oversight Committee. The Oversight Committee must be appointed in terms of Sections 
33 and 79 of the Municipal Structures Act, Act 1 17 of 1998. This means that the Council 
must determine the functions of the Committee and appoint the Chairperson. The 
Council may also delegate powers and duties to the Committee, authorise the 
Committee to co-opt advisory members, and remove a member at any time. The 
functions of the Oversight Committee are as follows: 

a. To undertake a detailed analysis and review of the Municipality’s Annual 
Reports; 

b. To consider inputs from the Council, Portfolio Committees and Public 
on the Municipality’s Annual Reports; 

c. To consider inputs from the Municipality’s Audit Committee and 
Performance Committees as well as the Auditor General on the 
Municipality’s Annual Reports; and 

d. To draft an oversight report on the Municipality’s Annual Reports" 

2.1.5. Composition and Activities of the Oversight Committee 


Representatives 

Meetings 

CllrASNdlovu (Chairperson) 

Cllr MN Mthembu 

Cllr MT Mvelase 

Cllr BD Mazibuko 

Cllr VC Mlangeni 

Cllr WG Mlotshwa 

22 March 2013 


The Municipal Public Accounts Committee (MPAC) is being used as the Municipal Oversight 
Committee. The MPAC only met once during the year. The poor meetings was due to the 
vacancy of the Top Tier Administration and also due to the political instability amongst the 
parties. 
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2.1.6. Administrative Governance 


The Municipal Manager is the Head of the Administration and Accounting Officer of 
the Municipality, and is primarily responsible for service delivery. The administration comprises 
the Office of the Municipal Manager and 4 Directorates namely Corporate Services, 
Technical Services, Community Services and Financial Services Directorate. 

The functions of the Municipality are set out in Section 156, read together with Schedules 4B 
and 5B of the Republic of South Africa Constitution Act, Act 108 of 1996. Section 84 of the 
Municipal Structures Act, Act 1 17 of 1998 regulates the division of these functions between 
the District and Local Municipality. 

The core function of each department is listed below. 
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Administrative Governance Core Functions 
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2 . 1 . 6 . 1 . 


Roles and Responsibilities of the Municipal Manager and Directors 


Municipal 

Manager 

The functions and responsibility of the Municipal Manager are contained in Section 

55 of the Local Government Municipal Systems Act, Act 32 of 2000: 

(Vacant) 

"(1 ) As head of administration the municipal manager of a municipality is, subject to the policy 
directions of the municipal council, responsible and accountable for: 

(a) the formation and development of an economical, effective, efficient and accountable 
administration 

(i) equipped to carry out the task of implementing the municipality's integrated development plan 
in accordance with Chapter 5: 

(ii) operating in accordance with the municipality’s performance management system in 
accordance with Chapter 6; and 

(iii) responsive to the needs of the local community to participate in the affairs of the municipality; 

(b) the management of the municipality’s administration in accordance with this Act and other 
legislation applicable to the municipality: 

(c) the implementation of the municipality’s integrated development plan, and the monitoring of 
progress with implementation of the plan: 

(d) the management of the provision of services to the local community in a sustainable and 
equitable manner; 

(e) the appointment of staff other than those referred to in section 56(cz), subject to the 
Employment Equity Act, 1 998 (Act No. 55 of 1 998); 

(f) the management, effective utilisation and training of staff 

(g) the maintenance of discipline of staff 

(h) the promotion of sound labour relations and compliance by the municipality with applicable 
labour legislation; 

(i) advising the political structures and political office bearers of the municipality 

(j) managing communications between the municipality’s administration and its political structures 
and political office bearers: 

(k) carrying out the decisions of the political structures and political office bearers of the 
municipality; 

(l) the administration and implementation of the municipality’s by-laws and other legislation; 

(m) the exercise of any powers and the performance of any duties delegated by the municipal 
council, or sub-delegated by other delegating authorities of the municipality, to the municipal 
manager in terms of section 59: 



Position and 
Incumbent 


Roles and Responsibilities 


(n) facilitating participation by the local community in the affairs of the municipality; 

(o) developing and maintaining a system whereby community satisfaction with municipal 
services is assessed; 

(p) the implementation of national and provincial legislation applicable to the municipality; and 

(q) the performance of any other function that may be assigned by the municipal council. 

(2) As accounting officer of the municipality the municipal manager is responsible and 
accountable for — 

(a) all income and expenditure of the municipality; 

(b) all assets and the discharge of all liabilities of the municipality; and (c) proper and diligent 
compliance with applicable municipal finance management legislation” 



Director: 

Corporate 

Service 


The Administrative Directorate renders all administrative functions of the 
Municipality. These include: 


Human Resources (recruitment, selection, induction, employment equity 


(Vacant) 


(EE) and skills development) 

Corporate Services 
Legal Services 

Town Planning and Development. 




Position and 
Incumbent 


Roles and Responsibilities 


Director: 

Financial 

Services 

(Vacant) 


The Financial Services Directorate is responsible for all financial management and processes in 
the municipality and includes the following components: 

Valuation roll 

Asset management 


Supply chain management and procurement 
Financial system development 
Statutory reporting 


Credit control 


Payroll 

Budget Office 
Financial Statements. 

Director: The Community Services Directorate is responsible for the following: 

Community - Traffic Services 


Services 
Mrs Z Ndlela 


Disaster Management 
Libraries 

Sport Development 
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Position and 
Incumbent 


Roles and Responsibilities 


Director: 

Technical 

(Vacant) 


The Technical Services Directorate is responsible for the following: 

Construction and maintenance of roads and storm water within the municipality's 
jurisdiction 

Maintenance of electricity networks within the municipality’s jurisdiction 
Refuse removal, solid waste disposal, landfill sites and street cleaning 
Maintenance of Council buildings 

Maintenance of municipal parks, public open spaces, swimming pools and sport facilities 
Maintenance and expansion of municipal cemeteries. 

Building control 


2.1.7. Intergovernmental Relations 

Section 3 of the Municipal Systems Act, Act 32 of 2000 requires municipalities to exercise their 
executive and legislative authority within the constitutional system of co-operative 
government envisaged in section 41 of the Constitution. 

2.1. 7.1. Intergovernmental Relations 

The Municipality strives to participate in as many of the available structures and forums as 
possible, but our challenge is that the various structures meet on the same dates and our 
personnel structure does not allow for dedicated personnel to attend all the forums and 
meetings. The Municipality participates in Provincial and District Intergovernmental forums and 
structures. 

2. 1.7.2. Provincial Intergovernmental Structures 


Participation on Provincial and Intergovernmental Structures 




Directorate 

Structures & Forums 

Councillors, Executive 

-Mayoral Forum 

Mayor and Mayoral 

-SALGA KZN Committee 

Committee Members 

o Governance, Intergovernmental and International Relations 

o Human Resources 

o Municipal Services and Infrastructure 
o Economic Development and Planning 
o Social Development, Public Safety and Health 
o Municipal Finance and Corporate Administration 

-IGR Committee 


- Speakers Forum 
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2.1.8. Accountability and Public Participation 


The Constitution (Section 152) sets out the objects of local government, one of which is 
the provision of democratic and accountable government to local communities. This is 
reiterated by Section 15 (b) of the Municipal Systems Act which requires a municipality to 
establish and organise its administration to facilitate and a culture of accountability amongst its 
staff. 

A second constitutional objective is the encouragement of local communities and community 
organisations in the matters of local government. This is reiterated by the Chapter 4 of the 
Municipal Systems Act, Act 32 of 2000 which deals exclusively with community participation. A 
Municipality is required to develop a culture of community participation and develop a system 
of participatory municipal governance that compliments formal representative governance. The 
municipality is also required to supply its community with information concerning municipal 
governance, management and development. 


2.1.9. Public Participation 

Public participation is defined as an open, accountable process through which individuals and 
groups within selected communities can exchange views and influence decision-making. It is 
further defined as a democratic process of engaging people, deciding, planning, and playing 
an active part in the development and operation of services that affect their lives. Our primary 
public participation mechanisms are our Ward Committees and public meetings. 

Our biggest challenge lies in improving the participation of our community in all aspects of 
municipal governance. 

2.1. 9.1. Public Meetings 

Notice of meetings entailed a combination of the following methods depending on the 
communication preferences of the Ward: 

Newspaper Adverts (Escourt and Midlands News, and llanga) 

Municipal Notice Boards 

Municipal website 

2.1.10. Ward Committees 

Ward Committees are statutory committees established in terms of Part 4 of Chapter 4 of the 
Local Government Municipal Structures Act, Act 1 17 of 1998. Ward committees play a vital role in 
bridging the gap between the Community and the Municipality. Ward Committees are not 
political but are nevertheless elected for a period of five years that runs concurrently with the 
term of office of the Municipal Council. 
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Our Ward Committees are fully functional and were not during 2012/201 3. 


2.1.11. IDP Participation and Alignment 


Integrated Development Planning is regulated by Chapter 5 of the Municipal Systems Act, Act 32 
of 2000. This Chapter must be read together with Chapter 6 which regulates 
Performance Management as well as the Municipal Planning and Performance Regulations (R796 
of 2001 ). The following table provides an overview of the alignment of our IDP to the criteria as 
set out in Section 26 of the Municipal Systems Act. 


2.1 .1 1 .1 . IDP Participation and Alignment Criteria 


IDP Participation and Alignment Criteria 

Yes/No 

Comment where there was lack of 
alignment 

Does the municipality have impact, 
outcome, input, output indicators? 

Yes 


Does the IDP have priorities, objectives, 

KPIs, development strategies? 

Yes 


Does the IDP have multi-year targets? 

Yes 


Are the above aligned and can they 
calculate into a score? 

Yes 


Does the budget align directly to the KPIs in 
the IDP? 

Yes 


Do the IDP KPIs align to the Section 57 

Managers 

Yes 


Do the IDP KPIs lead to functional area KPIs as 
per the SDBIP? 

Yes 


Were the indicators communicated to the 
public? 

Yes 


Were the four quarter aligned reports 
submitted within stipulated time frames? 

Yes 
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2.1.12. Corporate Governance 

Corporate Governance is the set of processes, practices, policies, laws and relationships affecting 
the way an institution is directed, administered or controlled. 

2.1.12.1. Internal Audit Unit 

The Municipality has an Internal Audit Unit as required by Section 165(1) of the MFMA. The Internal 
Audit Unit comprises of an Internal Auditor and Audit Intern. As added capacity, the functions of 
the Internal Audit are outsourced to Price WaterHouse Coopers. Training and capacitation of the 
municipal unit is contained as part of the Annual Audit Plan. 

Section 1 65 (2) of the MFMA requires the Internal Auditor to; 

a) “prepare a risk-based audit plan and an internal audit program for each financial year; 

b) advise the accounting officer and report to the audit committee on the implementation of the 
internal audit plan and matters relating to — 

i. internal audit; 

ii. internal controls; 

iii. accounting procedures and practices; 

iv. risk and risk management; v. performance management; 

vi. loss control; and 

c) perform such other duties as may be assigned to it by the accounting officer". 

The Internal Auditor drives the Audit Committee, Performance Audit Committee to oversee and 
monitor clean corporate governance. 

2.1.12.2. Risk Management 

Whilst every employee in the municipality is responsible for managing risks in their individual part of 
the Council business, some people have additional responsibilities. This policy is driven by the 
Municipal Manager and managed by the audit committee. 

The risk management team will have representatives from all departments within the municipality, 
including: 

• The Municipal Manager; and a representative from the 

• Audit Committee; and 

• Internal Audit. 





Top 10 Risks 



2.1.12.3. Anti-corruption and Fraud 

Fraud prevention can be seen as the cumulative effect of both prevention and detection systems 
incorporated by management. The detection of fraud can only lead to the prevention thereof if 
the response thereto acts as a deterrent. 

The municipality did not have an Anti-Corruption and Fraud policy in the 2012/2013 year however 
in the new financial year this will be adopted and implemented. However, fraud and corruption is 
managed by the Internal Audit. 

2.1.12.4. Supply Chain Management 

The Municipality has a Supply Chain Management (SCM) Policy in place which complies 
with National Treasury guidelines. The policy outlines the processes to be followed when procuring 
any goods or service. The following must still be implemented to attain the standards set out in 
Section 1 1 2 of the MFMA; 

i. Ensure that SCM operations are monitored and controlled 

ii. Develop and implement Standard Operating Procedure Manuals 

iii. Implement a continuous SCM training program. 

iv. Implement a demand management system and practices that ensures efficiency gains 
and value for money. 

v. Implement and maintain a credible information management system, vi. Ensure 
consistent and comparable SCM reporting and 

vii. The continuous review of the policy in terms of new legislation and regulatory 
requirements. 
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2.1.12.5. By-Laws 


Municipal By-laws are public regulatory laws which apply in the Municipal Area. Section 1 1 (3) (m) 
of the Local Government Municipal Systems Act, Act 32 of 2000 empowers the Municipal Council 
with the legislative authority to pass and enforce Municipal By-laws. A Municipal Council may only 
pass By-laws on matters falling within its functional mandate. By-laws are superseded by Provincial 
and National legislation as well as the Constitution. 

The main difference between a By-law and a law passed by National and Provincial Government is 
that a By-law is made by a non-sovereign body, which derives its authority from another governing 
body, and which can only be made in respect of specific matters within a specific geographic 
area. It is therefore a form of delegated legislation. 

The status of a Municipal By-law is no different than to the status of any other law of the land. 
Municipal by-laws are enforceable through the public justice system, penalties can be imposed 
and offenders can be charged with a criminal offence for breach of a by-law. 

The majority of Imbabazane Municipality’s population resides in rural villages scattered throughout 
the municipal area, particularly traditional authority areas therefore only certain by-laws were 
implemented namely the Property Rating By-law. 

2.1.12.6. The Municipal Website 

The Local Government Municipal Systems Act, Act 32 of 2000 (Section 21(B)) requires the 
Municipality to establish an official website. Imbabazane Municipality’s official website is; 

www.imbabazane.aov.za. 

The public has access to the website via the Municipal Library. 

The Municipality is required to place all information that must be made public in terms of the 
Municipal Systems Act, Act 32 of 2000 and the Municipal Finance Management Act, Act 56 of 2003 
(MFMA) on this Website. Section 75 of the MFMA specifies that the following documents must be 
placed on the Website; 
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Municipal Website: Content of Material 


Documents Published on the Municipality's Website 

Yes /No 

a) The annual and adjustments budgets and all budget-related documents 

Yes 

b) All current budget-related policies 

Yes 

c) The annual report 

Yes 

d) Performance agreements required in terms of section 57(1 )(b) of the 
Municipal Systems Act 

Yes 

e) All service delivery agreements 

Yes 

f) All long-term borrowing contracts 

Yes 

g) All supply chain management contracts above R 1 00 000 

Yes 

h) An information statement containing a list of assets over a prescribed value 
that have been disposed of in terms of section 14 (2) or (4). 

NA 

i) Contracts agreed in Year 1 to which subsection (1 ) of section 33 applies, 
subject to subsection (3) of that section 

NA 

j) Public-private partnership agreements referred to in section 1 20 made in 
2011/12 

NA 

k) All quarterly reports tabled in the council in terms of section 52 (d) during 
2011/12 

Yes 

l) Any other documents that must be placed on the website in terms of this 

m) Act or any other applicable legislation, or as may be prescribed 

Numerous other 

documents were placed 
on website 

In compliance with 
legislation. 


We will focus on the improvement of our website content and compliance with applicable 
legislation during the 2013/14 financial year. 


Chapter 3: Service Delivery Performance 
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This Chapter provides an overview of the service delivery performance of the Municipality for the 
2012/13 financial year, and includes basic service delivery, roads and storm water, planning and 
development, community services, environmental protection, safety and security, sport and 
recreation and corporate services. 

The Chapter concludes with the Municipality’s Annual Performance Report which was compiled 
in terms of Section 46 of the Municipal Systems Act, Act 32 of 2000. It sets out the Key 
Performance Indicators (KPI), targets and actual performance of the Municipality in relation to 
the Key Performance Areas (KPA) of local government and the strategic objectives of the 
Municipality as set out in the Integrated Development Plan (IDP). 

3.1. Basic Services 

Basic services are a package of services necessary for human well-being and typically include 
water, sanitation, electricity and refuse removal. This section of the Annual Report will also deal 
with human settlement (housing) which differs from the aforementioned services in that it is a 
Provincial competence. It is included as there is a direct correlation between the provision of 
basic services and housing. 

Basic level services to households are defined as an electricity connection at the dwelling, a 
public standpipe for water within 200m of the dwelling, and a ventilated pit latrine (VIP) for 
sanitation. National policy also requires that poor households should receive 50kWh of free basic 
electricity, 6 kl of free basic water and free weekly refuse removal. The Municipality has been 
providing basic services in accordance with these minimum prescribed levels since the 2008/09 
financial year. 


3.1 .1 . Access to Electricity 

3.1 .1 .1 . Service Statistics 

Electricity is provided by Eskom, and the municipality compensates Eskom for providing free basic 
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electricity. 


During the year the following electrification projects were implemented by Eskom. 


Project Name 

Capital Value 

No. of Connections 

Loskop Ext 

R 7, 900, 200 

462 

Ekuphumeleni 

R 2, 103,300 

123 

Thendele Phase 2 

Rl, 641,600 

96 


3.1. 1.2. Financial Performance: Free Basic Electricity 

The Imbabazane Municipality spent the following rand value on free basic electricity that served 
27000 households and was provided by Eskom during the 2012/2013 year: 



3.1. 1.3. Human Resources Capacity 

The Municipality does not have a dedicated Human Resource Department. 

3.1. 1.4. Performance Highlights and Challenges 

Eskom provides the number of households thaf they provide free basic electricity to and it 
is noted that there has been an increase in expenditure from 2012 to 2013 which indicates 
that more households were added to these services. 

i=£ Due to the rural nature of the communities within the municipality it is difficult to provide 
free basic electricity to all households within Imbabazane. 

3.1.2. Access to Housing 

Housing is a concurrent National and Provincial competency in terms Part A of Schedule 4, of 
the Constitution. Section 10 of the Housing Act, Act 107 of 1997, sets out the responsibilities of 
municipalities in relation to the provision of housing. There is a direct correlation between the 
provision of basic services and housing, which makes it a complex function that relies on high 
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levels of cooperation between the municipalities and the Provincial and National Departments 
responsible for Housing 

3.1 .2.1 . Service Statistics 

There is a dire need for housing throughout the Municipal Area. All prospective housing 
applicants are placed on a waiting list, and the list is updated on an annual basis. 

The dominant rural nature of Imbabazane Municipality, combined with the lack of any formal 
established town, indicates that the typology of the need revolves around rural housing. The 
majority of rural houses in ILM are traditional and built from mud. However, there are also formal 
houses that need not be replaced. There are six Traditional Authorities in ILM, including the 
Amangwe Tribal Authority, Mabaso Tribal Authority, Mhlungwini Tribal Authority, Dlamini Tribal 
Authority, AmaHlubi Tribal Authority and Abambo Tribal Authority. These areas consist of dispersed 
and scattered settlements with no proper co-ordination with regard to provision of services and 
associated social infrastructure. 


Current Dwelling type 

Estimated Demand 

Traditional dwelling 

12068 

House/flat/room in backyard 

303 

Informal dwelling/shack in back yard 

30 

Informal dwelling/shack not in back yard 

180 

Caravan /tent 

21 

Total 

12602 


The following progress was made towards the proposed housing backlog; 


Project 

Units Planned 

Units Built 

Good Home 

1000 

1000 

Zwelisha Craig 

700 

75 

Sobabili 

1000 

332 


3.1. 2.2. Financial Performance 

During the financial year, no additional allocations were received from the Department of 
Human Settlements. The municipality carried over housing funding from the 201 1/2012 financial 
year. 

Capital Expenditure 2012/13: Housing Services 
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Capital Projects 


Original 

Budget 


Adjustments 

Budget 


Actual 


Housing 

R 10,00,000 

R 10,000,000 

R 1,909, 484 

TOTAL 

R 10,00,000 

R 10,000,000 

R 1,909, 484 


3.1. 2. 3. Human Resources Capacity 

There is only one employee dedicated to Housing. Other staff members of the Technical Services 
Directorate lend administrative support where necessary. 


Posts 

Employees 

Vacancies No. 

Vacancies % 

No. 

No. 



1 

1 

0 

0 % 


3.1. 2.4. Performance Challenges 


Vacant post of the Technical Services Manager contributed to the lack of achievement 
of targets as there was no strategic direction for the implementation of projects; 

The Municipality was put under Administration and thus all contracts entered into by the 
ex-Municipal Manager were deemed irregular and thus halted. 



3.2. Roads and Storm Water 

3.2.1. Roads 

Rural access roads require more attention, as they are mostly un-surfaced and hence susceptible 
to erosion. The municipality currently does not have storm water control measures for rural areas. 
Most of the drains for rural roads discharge into watercourses and veldt, and this contribute to soil 
erosion. 
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For the financial year 2012/2013 the backlogs were eradicated by implement and completing 
the following projects: 

Roads 


Project Title 

Units Completed(kms) 

Actual Cost to date 

Ward 

Sthebe Store Gravel 

6 

R5, 01 2,683 

3 

Access Road 

Rehabilitation 




Mbhaza Gravel Road 

3 

R2, 362, 500 

1 1 

Rehabilitation 





Low Water Bridge 


Project Title 

Units Completed 

Actual Cost to date 

Ward 

Dutch/Bhekabezayo 

1 

Rl, 679, 276.69 

4 


The following projects were implemented and are in progress; 


Project Title 

% Complete 

Actual Cost to date 

Ward 

Ngcobo Gravel Road 
Rehabilitation 

60% 

R5, 541, 545.31 

4 

Cwicwi Gravel Road 

Rehabilitation 

71% 

R3, 936, 275.08 

12 

Mahlabathini Gravel 

Road Rehabilitation 

57% 

R4, 571, 646.04 

8 


3.2.1. 1. Financial Performance 

During the financial year, allocations from MIG for the various roads projects amounted to: 


Project Title 

Total Expenditure 2012/2013 

Ward 

Ngcobo Gravel Road 
Rehabilitation 

R2, 537, 239 .32 

4 
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Cwicwi Gravel Road 

Rehabilitation 

R2, 802, 105.63 

12 

Mahlabathini Gravel Road 

Rehabilitation 

R2, 605, 742.2 

8 

Sthebe Store Gravel Access 

Road Rehabilitation 

R4, 145, 165. 19 

3 

Mbhaza Gravel Road 

Rehabilitation 

R 1,604, 997.07 

1 1 

Dutch/Bhekabezayo 

R 1,466, 454.20 

4 


During the year the following expenditure was incurred for maintenance of roads: 


Budget 

Actual 

% Spent 

R 1000,000 

R994,883 

99.5 


3.2.1. 2. Human Resources 



Posts No. 

Employees No. 

Vacancies 



5 

5 

0 



3.2. 1.3. Performance Challenges 

Vacant post of the Technical Services Manager contributed to the lack of achievement 
of targets as there was no strategic direction for the implementation of projects; 

The Municipality was put under Administration and thus all contracts entered into by the 
ex-Municipal Manager were deemed irregular and thus halted. 

3.3. Local Economic Development 

Local economic development includes job creation (EPWP), informal trading and tourism. Local Economic 
Development is not the singular function of any Municipal Department but rather a cross cutting priority 
that must be focused on in all aspects of service delivery and development. 

Section 152 of the Constitution sets out the objectives of local government, one of which is the promotion 
of social and economic development. The Constitution furthermore places a developmental duty on 
Municipalities and states that; "A municipality must structure and manage its administration, and 
budgeting and planning processes to give priority to the basic needs of the community, and 
to promote the social and economic development of the community.” (Section 1 53) 

Local Economic Development is essential to ensure the growth and stability of the South African 
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economy. Local Economic Development is one of the most effective ways of ensuring that 
growth occurs on a sustainable basis while also assisting with the development of those 
individuals who fall into the PDI/HDI categories. 


3.3.1. 1. LED Projects 

Maize projects 

This project was implemented as Imbabazane Municipality has great potential for agriculture due 
to tits abundance of arable land. Being a rural environment with limited alternative opportunities 
to economic development, the majority of households invariably rely on agriculture for both 
livelihood and economic requirements. 

The following associations benefited from the project: 


Name 

Areas 

Ward 

Number of 

hectares 

Expected 

yields(tons) 

Beneficiaries 

Nalani 

Association 

Inkosi Mkhize 

Are 

1 

35 

140 

23 

Kuhle Lokhu 

Mahlubi 

Association 

Mahlutshini 

Area 

2 

35 

140 

37 

Maziyane 

Association 

Inkosi Dlamini 

Area 

2 

35 

140 

30 

Mhlungwini 

Association 

Inkosi Ndaa 

Area 

5 

35 

140 

28 


Name 

Areas 

Ward 

Number of 

hectares 

Expected 

yields(tons) 

Beneficiaries 

Khanya Khewzi 
Association 

Inkosi Mabaso 

Area 

6&7 

35 

140 

40 

Langalibalele 

Association 

Inkosi Hadebe 

13 

35 

140 

18 

Amangwe 

Association 

Inkosi 

Mazibuko 

8&9 

35 

140 

35 

Total 

840 

211 


Goats Project 

The majority of the livestock farmers mainly in rural areas keep livestock for subsistence purposes. 
The municipality introduced the goat production project that will enable livestock farmers to 
move away from subsistence towards commercializing the livestock enterprise. 



Annual Report 2012/2013 Imbabazane Local Municipality Page 54 of 72 




Three cooperatives have been identified within the area and were each assisted with 20 
indigenous female goats and one male goat. 

3.3.1. 2. Financial Performance 

During the financial year the following amounts were incurred on LED projects: 


Project Title 

Total Expenditure 2012/2013 

Budget 

Seeds and Seedlings 

R330,000 

R350,000 

Maize inputs and operations 

R2, 01 7,500 

R2, 400, 000 

Goats 

R87.300 

R 100,000 

Poultry Projects 

R 198,500 

R200,000 


3.3.1. 3. Human Resources Capacity 


Posts No. 

Employees No. 

Vacancies 

1 

1 

0 


3.4. Community Services 

3.4.1. Library Services 

Libraries are the responsibility of the Community Services Directorate. 

3.4.1. 1. Service Statistics 


Library books issued per annum for Adults, Young Adults and Juveniles 


Month 

No. of Books 

July 2012 

4987 

August 2012 

5055 

September 2012 

5124 

October 2012 

5177 

November 201 2 

5240 

December 201 2 

5243 
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January 2013 

5394 



February 2013 

5487 


March 2013 

5566 

April 2013 

5629 



3.4.1. 2. Human Resources - Library Services 


Posts 

Employees 

Vacancies 






3.4.2. Thusong Service Centre 

The Imbabazane Thusong Service Centre provides a valuable opportunity for facilitating the 
efficient and co-ordinated delivery of services to the rural people of Imbabazane local 
municipality. It has been described as an initiative that arose in response to the need to address 
and alleviate the widespread rural poverty and equitable distribution of services. It has been 
identified as the primary vehicle for the implementation of development communication and 
information as it offers a wide range that communities can use for their empowerment. Based on 
the understanding that social and economic upliftment could be achieved through the 
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integrated provision of appropriate services, and to promote the development of service hubs 
as means to improve the delivery of services in rural areas. 

In meeting objectives of the Thusong Service Centres Business Plan 2006-2014 “People from the 
community will be able to get information they need through a single, integrated government 
site and people will not have to travel long distances to access government services and 
information". Imbabazane Thusong service centre managed to accommodate the following 
service providers in 2012/13 financial year. 

• Department of Cooperative Governance and Traditional Affairs (COGTA) : CDW, 

• Department of Agriculture Environmental Affairs & Rural Development (DAEARD), 

• Department of Labour, 

• Department of Justice & Constitutional Development, 

• South African Police Services (SAPS), 

• Department of Home Affairs (DHA), 

• Oval International, 

• Youth Advisory Centre Point (YAC), 

• Imbabazane Sports, Youth & Gender, 

• Department of Social Development (DSD), 

• Small Enterprise Development Agency (SEDA), and 

• Government Communications and Information Systems (GCIS) 


3.4.3. Operation Sukuma Sakhe (OSS) 

Operation Sukuma Sakhe is one of the key priorities identified in KZN’s Cabinet in 2009. This 
programme assists targeted vulnerable communities who need various interventions from the 
government. It is a programme that addresses the issues of food insecurity, treatment of diseases 
especially the communicable diseases (TB and HIV/AIDS) and strategies to meet the social needs 
of each and every household. We implement a comprehensive and sustainable food security 
intervention that will systematically contribute to the economic growth, community development, 
job creation, strengthening the institutions and poverty alleviation through empowered 
communities. Programme’s main objective is to develop and implement a comprehensive holistic 
approach to deal with each household needs. 

A total of six activities were held during the year. 




1 1 January 2013 

Financial Planning to assist back 
to school campaign 

1 1 

Parents and school 

children 

13 February 2013 

Awareness of safe sex and 
environmental hygiene 

4 

Community members over 

1 5 years 

20 March 2013 

Community dialog on human 
rights 

2 

All community members 

23 April 2013 

Awareness campaign on chronic 
disease 

13 

Elderly 

22 May 2013 

Advocacy on child abuse 

8 

All community members 

13 June 2013 

Celebration of youth month 

5&1 2 

Youth 


3.4.4. Safety and Security 

3.4.4.1 . Traffic and Law Enforcement Services 

Imbabazane Municipality established a Traffic and Law Enforcement Unit during the financial year. 

The traffic section is responsible for: 

• The safe used of roads by all road users 

• Regulation of Public Transport 

• Prevention of crime. 

In addition to the Traffic Service the municipality engaged the Department of Transport to provide 
School Crossing Patrol Service. The municipality is further looking at additional traffic officers, in 
order to benefit from the N3 Route. 


3.4.4.2. Financial Performance 


The traffic department generated Revenue from fines totaling R 3,150 for the year. The 


Annual Report 2012/2013 Imbabazane Local Municipality Page 58 of 72 



Operational Costs incurred by the municipality for this function comprised mainly of salaries 
totaling R565, 050.97. Financially the traffic department didn’t generate to sustain its services 
and the deficit was funded from the Equitable Share. 

3.4.4.3. Human Resources Capacity 


There were two traffic officers appointed to man the traffic unit. 


Function 

Posts No. 

Employees No. 

Vacancies 

No. 

Traffic officer 

2 

2 

0 

Traffic Clerk 

1 

0 

1 


3.4.5. Fire Services 

The fire fighting services was outsourced to N3 fire services due to capacity shortages within the 
Municipality. 

3.4.5. 1. Financial Performance 

Operational expenditure amounting to R865, 693.67 was incurred for this outsourced service. 


3.4.6. Community Facilities 
3.4.6. 1. Community Halls 

The following halls are in progress: 


Project Title 

% Complete 

Actual Cost to date 

Ward 

Mdwebu Community Hall 

60% 

R2, 046, 629.31 

6 

Nsonge Community Hall 

24% 

R2, 702, 722.63 

1 

Moyeni Community Hall 

50% 

R2, 677, 039.30 

9 

KwaMshini Community Hall 

35% 

R2, 531, 302. 17 

5 

Bosch-Shayamoya 
Community Hall 

41% 

R3, 936, 275.08 

7 


3.4.6.2. Performance Challenges 



Vacant post of the Technical Services Manager contributed to the lack of achievement 
of targets as there was no strategic direction for the implementation of projects; 


Annual Report 2012/2013 Imbabazane Local Municipality Page 59 of 72 




he Municipality was put under Administration and thus all contracts entered into by the 
ex-Municipal Manager were deemed irregular and thus halted. 


3.5. Financial Services 

The Budget and Treasury department is primarily responsible for ensuring transparency, 
accountability and sound financial management. This means ensuring that Annual financial 
statements are prepared and submitted on time, financial resources are effectively and 
efficiently utilised, and that there is efficient implementation of the Supply Chain Management 
Policy. 

The section comprises of the following sections: 

• Budget 

• Income 

• Expenditure 

• Asset Management 

• Supply Chain 

3.5.1. Functions of the Financial Services: 

Budget - Budget is responsible for ensuring optimal allocation and utilisation of economic 
resources in all departments within the municipality to achieve its strategic objectives. 

Income & Expenditure- Income is responsible for Debt Collection and Management, Recognition 
of Municipal revenue, Indigent support and Administration, Administration and maintenance of 
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Customers Accounts and Customer Care to ensure good debt management. Expenditure is 
responsible for salaries administration, creditor’s management, VAT returns, grants and subsidies 
administration. 

Asset Management- The section is responsible for maintaining the Fixed Assets Register, Loans 
Register, Investments Register, General Ledger, and Cash Management. It is also responsible for 
the investing of all unused and surplus funds at the best possible rates with the lowest risk to the 
municipality to ensure good cash management. 

Supply Chain Management- The fundamental role and responsibility of the Supply Chain 
Management (SCM) unit is to implement the SCM Policy in terms of section 1 1 1 of the MFMA, 
giving effect to section 217 of the Constitution; and Part 1 of Chapter 11 and other applicable 
provisions of the Act, in a fair, equitable, transparent, competitive and cost effective manner. It 
does so in compliance with the regulatory framework prescribed in Chapter 2 of the SCM 
Regulations; and any minimum norms and standards that may be prescribed in terms of section 
1 68 of the Act. 

The above is achieved through the procuring of goods and services; and disposing of those 
redundant or of no use to the municipality 


Activities 

• Supply chain management 

• Cash and bank accounts management 

• Financial planning and forecasting 

• Long and short- term debt management 

• Administration of government grants and subsidies 

• Assets and liabilities management 

• Expenditure management 

• Revenue Management 
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3.6. Organizational Performance Scorecard 


This report comprises the Annual Performance Report of the Imbabazane Municipality which has 
been compiled in accordance with Section 46 of the Local Government Municipal Systems Act, 
Act 32 of 2000. 

3.6.1. Legislative Framework 

Section 46 of the Municipal Systems Act, Act 32 of 2000, provides that: 

(1) A Municipality must prepare for each financial year; a performance report reflecting 

a) the performance of the municipality and of each external service provider during 
that financial year: 

b) a comparison of the performances referred to in paragraph (a) with targets set for and 
performances in the previous financial year: and 

c) measures taken to improve performance. 

(2) An annual performance report must form part of the municipality's annual report in terms 
of Chapter 12 of the Municipal Finance Management Act. 

Section 1 of the MFMA defines the service delivery and budget implementation plan 
(SDBIP) as: 

“a detailed plan approved by the mayor of a municipality in terms of section 
53(l)(c)(ii) for implementing the municipality’s delivery of services and the 
execution of its annual budget and which must include (as part of the top-layer) 
the following: 

a) projections for each month of- 

i. revenue to be collected, by source; and 

ii. operational and capital expenditure, by vote; 

b) service delivery targets and performance indicators for each 
quarter", c) Budget processes and related matters” 

3.6.2. Annual Performance Report 

Annexure A attached to the Annual Report details the Organisational Annual Performance 
Report. The municipality did achieve some or all of targets for each Department, due the 
vacancies of Top Management. 
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Chapter 4: Organizational Development 
Performance 

4.1. Management 

The Municipal Manager is appointed on a fixed term contract in terms of Section 57 of the 
Municipal Systems Act 32 of 2000 and the four Directors are appointed on a fixed term 
contracts. The financial year concluded with the positions of Director Technical Services, Director 
Corporate Services, Chief Financial Officer and Municipal Manager being vacant. 

4.1.1. Management 
Team 


Positions 

Filled 

Municipal Manager 

No 

Chief Financial Officer 

No 

Director : Corporate Services 

No 

Director: Community Services 

Yes 

Director: Technical Services 

No 


i±i The Municipal Manager’s term of office by operation of law was terminated on the 17 th 
May 2012. He was then acting illegally for the period 18 th May 2012 to 31 st January 2013, 
whereby a court order removed him from this post, and declared all decision taken during 
the period to be null and void; 

S The Technical Manager’s post became vacant from 31 st January 2013 due to the 
resignation. 

i=a The CFO and Corporate Services Manager’s posts became vacant from 28 th February 
2013, due to termination, as their appointments were made when the ex- Municipal 
Manager was employed illegally. 
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4.2. Workforce and Vacancies 


The Municipality has a total of 69 funded positions on its structure of which 26 were vacant as at 
30 June 201 3. 

4.2.1. Employees and Vacancies as at 30 June 2013 


Function 

Approved 

Posts 

Employee No. 

Vacancies No. 

Municipal Manager 

29 

20 

9 

Corporate Services 

18 

10 

8 

Financial Services 

14 

13 

1 

Technical Services 

13 

10 

3 

Community Services 

21 

16 

5 

Sub Total 

95 

69 

26 

Councillors 

25 

25 

0 

Total 

120 

94 

26 


4.2.2. Managing the Workforce Expenditure 

Section 66 of the Local Government Municipal Financial Management Act 56 Of 2003, states that 
the accounting officer of a municipality must, in a format and for periods as may be prescribed, 
report to the council on all expenditure incurred by the municipality on staff salaries, wages, 
allowances and benefits, and in a manner that discloses such expenditure per type of 
expenditure. 

4.2.2. 1. Employee Expenditure 

The Municipality's employee costs for the year totaled an amount of R 24,710,433. This 
constitutes 38% of the total operational expenditure. 
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4.2.2.2. 


Employee Costs Per 
Annum 



2010/2011 2011/2012 2012/2013 

■ Employee Costs ■ Operating Expenditure 


% of Employee Costs of 
Operating Expenditure 


38 % 



2010/2011 2011/2012 2012/2013 
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4.3. Human Resources Policies and Plans 



Leave Policy 
Promotion Policy 
Employment 
Access to Employee 


Employment equity 
plan 

Workplace skills plan 


Disciplinary Code 
and Procedures 
Grievance 
Procedures 
Leave 

Organisational Rights 
Remuneration 
Scales and 
Allowances 
Job evaluation 


Code of Conduct for 


employees 
(Municipal 
Systems Act) 


Files 


Business Cards 


Cellular Telephone 
Business language 
Communication 


Confidentiality 
Conflict of interest 


Entertainment 
Funeral Assistance 
Medical A'd 
Plousing Subsidy 
Extraneous 
Employment 
(Moonlighting) 

- Municipality Group 
Life Policy 

Pension Fund policy 

- Subsistence and 
Travel 

Internet and Email 
Use of Municipal 
Assets 

In-service training 
Training and 
Development 
Employee 
Assistance 

- HIV/Aids 
Medical 

Examinations 

Occupational 
Health and Safety 

- Sexual Harassment 

- Smoking and 
Substance abuse 

- Councilor Code of 
Conduct 
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Chapter 5: Financial Performance 

5.1. STATEMENTS OF FINANCIAL PERFORMANCE AND POSITION 


Imbabazane Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Statement of Financial Position as at 30 June 2013 


Figures in Rand 


Note(s) 2013 2012 


Assets 


Current Assets 


Other receivables from exchange transactions 

2 

3,01 1,342 

2,086,834 

VAT receivable 

3 

190,461 

950,588 

Consumer debtors from non-exchange transactions 

4 

4,874,075 

2,764,891 

Financial assets - investments 

5 


10,000,000 

Cash and cash equivalents 

6 

46,085,742 

31,935,057 



54,161,620 

47,737,370 

Non-Current Assets 

7 

1,626,258 

1 ,707,823 

Investment property 




Property, plant and equipment 

8 

84,458,922 

64,143,642 

Intangible assets 

9 

132,955 

78,017 



86,218,135 

65,929,482 

Total Assets 


140,379,755 

113,666,852 

Liabilities 




Current Liabilities 




Finance lease obligation 

10 

208,889 

159,248 

Payables from non-exchange transactions 

1 1 


1 ,963,043 

Payables from exchange transactions 

12 

1 ,407,404 

1,168,949 

Unspent conditional grants and receipts 

13 

1 1 ,786,348 

19,214,960 

Provisions 

14 

781,886 

761,250 



14,184,527 

23,267,452 

Non-Current Liabilities 

10 

164,122 

373,01 1 

Finance lease obligation 




Total Liabilities 


14,348,649 

23,640,463 

Net Assets 


126,031,106 

90,026,389 

Accumulated surplus 


126,031,106 

90,026,389 
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Imbabazane Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Statement of Financial Performance as at 30 June 2013 


Figures in Rand 

Note(s) 

2013 

2012 

Revenue 




Revenue from exchange transactions 

Licences and permits 


600 

702 

Rental of facilities 


1 10,724 

50,918 

Other income 

15 

2,514,881 

284,923 

Interest received - investment 

16 

1 ,857,643 

989,813 

Gains on disposal of assets 


30,500 

208,500 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


4,514,348 

1,534,856 

Taxation revenue 

Property rates 

17 

6,316,330 

4,791,958 

Transfer revenue 

Government grants & subsidies 

18 

89,550,61 1 

83,182,307 

Traffic fines 


5,009 

1,71 1 

Total revenue from non-exchange transactions 


95,871,950 

87,975,976 

Total revenue 

19 

100,386,298 

89,510,832 

Expenditure 

Employee related costs 

20 

(18,713,1 19) 

(13,692,025) 

Remuneration of councillors 

21 

(5,997,314) 

(5,562,927) 

Depreciation and amortisation 

22 

(4,431,471) 

(4,890,842) 

Impairment loss 

23 

(301,359) 


Finance costs 

24 

(87,338) 

(37,322) 

Repairs and maintenance 


(3,588,831) 

(2,646,847) 

General Expenses 

25 

(31,262,149) 

(30,686,997) 

Total expenditure 


(64,381,581) 

(57,516,960) 

Operating surplus 


36,004,717 

31,993,872 

Surplus for the year 


36,004,717 

31,993,872 


Annexure B attached to the Annual Report is the detailed Audited Annual Financial 
Statements for the period ended 30 June 2013. 


5.2. Capital Grant Expenditure and Receipts 



IMBABAZANE LOCAL MUNICIPALITY 

SUMMARY FOR ALL GRANTS AS AT END OF JUNE 2013 

GRANT 

NAME 

OPENING 

BALANCE 

AS AT 1 JULY 
2012 

RECEIPTS 

PAYMENTS 

Offset Against 
Equitable 
Share 

CLOSING BALANCE 
AS AT 30 JUNE 2013 

MIG 

9 , 675 , 916.00 

20 , 963 , 000.00 

( 21 , 096 , 958 . 95 ) 

( 6 , 206 , 000 . 00 ) 

3 , 335 , 957.05 

MSIG 

133 , 567.00 

800 , 000.00 

( 718 , 004 . 68 ) 


215 , 562.32 

FMG 

564 , 528.00 

1 , 500 , 000.00 

( 828 , 752 . 00 ) 


1 , 235 , 776.00 

SPORTS 


1 50 , 000.00 

( 146 , 41 1 . 77 ) 


3 , 588.23 

LIBRARY 


330 , 000.00 

( 330 , 000 . 00 ) 



HOUSING 

8 , 840 , 949.00 


( 1 , 909 , 484 ) 


6 , 931 , 465.00 


19,214,960.00 

23,743,000.00 

(25,029,611) 

(6,206,000) 

11,722,348.60 


During the year R6, 206, 000 of Unspent MIG funding, relating to prior years, was withheld by 
National Treasury. 

5.3. Asset Management 

Assets are managed and maintained by the Financial Services Directorate and provision is made 
under their respective operational budgets for maintenance over the life cycle of the asset. The 
Asset Unit is responsible for maintaining the asset register, annual asset counts, capturing of newly 
acquired assets on the asset register and the removal of obsolete or written off assets from the 
asset register 

The Municipality undertook an assessment of the useful lives of the total asset compliment 
in the 2012/201 3 year. No major service delivery assets were bought during 201 2/1 3. 
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5.4. Liquidity 


The liquidity ratio is calculated on the basis of current assets divided by current liabilities. The 
liquidity ratio is a measure of the ability of the municipality to utilize cash and cash equivalents to 
extinguish or retire its current liabilities immediately. Ideally the municipality should have the 
equivalent cash and cash equivalents on hand to meet at least the current liabilities, which should 
translate into a liquidity ratio of 1. Anything below 1 indicates a shortage in cash to meet creditor 
obligations. 

For the 2012/13 financial year the ratio was 2.9. 


Liquidity Ratio 

2012/2013 

2011/2012 

2010/2011 

Monetary Assets 

R46,085,742 

R41 ,935,057 

R25,087,568 

Current Liabailities 

R 15,893,672 

R23,267,450 

26,849,307 

Ratio 

2.90 

1.80 

0.93 


5.5. Cost Coverage 

The cost coverage ratio is the ratio of the available cash plus Investments divided by monthly 
fixed operational expenditure. 


5.5.1. Cost Coverage Ratio 


Year 

Available Cash + 

Investments 

Monthly Fixed Operational 
Expenditure 

Ratio 

2011/2012 

R41, 935,057 

R 19,254,952 

2.17 

2012/2013 

R46,085,742 

R24.710, 433 

1.86 
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5.6. 


Services Debtors to Revenue 


The Service debtors to revenue ratio, is the percentage outstanding debtors to annual revenue. 

The Imbabazane municipality bills for property rates only, therefore this ratio will be non-applicable. 


5.7. Debt Coverage 

The Debt coverage is the ratio of the total operating revenue plus operating grants divided by debt 
service payments due within the financial year. The municipality has no debt in the form of loans, 
therefore this ratio will be non-applicable. 

5.8. Creditors System Efficiency 

Creditor's systems efficiency is based on the % of creditors paid within 30 days as required by Section 
65 (e) of the Municipal Finance Management Act, Act 56 of 2003. 

The municipality settles all creditors within 30 days upon receipt of Invoice. 

5.9. Capital Charges to Operating Expenditure 


The cost required to service external interest on borrowings and depreciation. It is effectively the 
ongoing operating cost associated with infrastructural development. 


Year 

Capital Charges 

Operating Expenditure 

Ratio 

2011/2012 

R 4,890,842 

R 57,516,960 

8% 

2012/2013 

R 4,732,832 

R 64,381,583 

7% 


5.10. Employee Costs 

Employee costs are calculated as a percentage of total revenue excluding capital revenue. This 
ratio indicates the extent to which revenue is applied to the payment of personnel. 


Year 

Employee 

Operating 

Ratio 


Costs 

Revenue 


2011/2012 

R 19,254,952 

R 89,510,832 

21% 

2012/2013 

R 24,710,433 

R 98,677,253 

25% 
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5.1 1 . Repairs and Maintenance 


This ratio indicates the extent of repairs and maintenance expenditure relative to total 
operating expenditure. The ratio will indicate whether there are insufficient monies being 
spent on repairs and maintenance and that possible asset stripping is taking place. 


Year 

Repairs and Maintenance 

Operating Revenue 

Ratio 

2011/2012 

R2, 646,847 

R57, 51 6,960 

4% 

2012/2013 

R3, 588, 831 

R64, 38 1,583 

5% 


5.12. Capital Expenditure 


The total capital expenditure for 2012/13 was R24,729,374. This was funded from the following 
sources: 


Funding Source 

Amount 

MIG 

R 21,096,959 

OTHER 

R 3, 632,415 
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